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be	 moved	 between	 countries.	 Savings	 for	 future	 pensions	 are	 also	 made	 in	 a	
particular	country,	but	 the	 investments	can	be	spread	over	different	categories	





€656.6	 billion	 and	 the	 country’s	 total	 home	 equity	 can	 be	 estimated	 at	 €4.3	
trillion.	With	 Italy’s	government	revenues	 in	2019	of	€758	billion,	 the	 fact	 that	












when	 this	 funding,	 due	 to	 the	 corona	 crisis,	 has	 already	 reached	 the	 level	 of	
around	135%	of	GDP?”	
	























In	 a	 different	 OECD	 report,	 Italy	 ranks	 in	 5th	 highest	 position2	out	 of	 fifteen	
European	 countries	when	 it	 comes	 to	 tax	 revenues	 as	 a	 percentage	 of	 its	 GDP			
with	 a	 level	 of	 42.4%	of	 GDP.	 In	 the	 category	 taxes	 on	 income	 and	 profits	 the	
country	ranks	7th	highest	out	of	the	15	countries	compared	in	2019.	With	respect	











27	 countries	 one	 of	 62.9%.	 The	 second	 measure	 of	 affordability	 stems	 from	
outstanding	residential	loans	per	capita	over	18	years	of	age.	For	Italy	it	came	to	
€7,480	 in	2018	 and	€7,549	 in	2019.	 For	 the	EU	27	 countries	 the	 average	was			
€16,165	in	2019.	The	third	measure	was	the	total	outstanding	residential	loans,	
which	for	Italy	came	to	€379.054	million	in	2018	and	€382.583	million	in	2019.	
For	 the	 EU	 27	 countries	 in	 2019	 the	 total	 mortgage	 lending	 was	 assessed	 at	
€5.905	trillion.	
	
If	 one	 compares	 the	 outstanding	 home	 mortgage	 level	 in	 Italy	 with	 the	
outstanding	home	mortgage	levels	for	the	other	26	European	countries	on	a	per	
capita	 basis	 (Italy	with	 60.55	million	 citizens	 and	 the	 other	 26	 countries	with	
453	 million	 citizens)	 then	 the	 Italian	 mortgage	 level	 could	 have	 been	 €789	
















The	 conclusion	 out	 of	 this	 comparison	 is	 that	 Italy	 has	 a	 much	 lower	 home	
mortgage	debt	rate	per	capita	than	the	average	26	other	EU	countries	combined.	

















average	 annual	 differential	 coming	 to	 -0.9%	 over	 the	 past	 10	 years	 (2009	 -	
2019).	 In	 2019	 real	 GDP	 growth	 was	 0.3%,	 which	 was	 below	 the	 Euro	 Area	
average	(1.2%)	and	below	the	European	Union	average	(1.5%).	
	




tax	 rates	 are	 already	 on	 the	 higher	 side	 as	 compared	 to	 other	 European	
countries.	 An	 increase	 in	 “transfer	 taxes	 from	 households	 to	 the	 government”	
does	not	necessarily	mean	more	 spending	on	a	macro	 level.	An	 increase	 in	 tax	
levels	 shows	 up	 as	 a	 transfer	 between	 the	 private	 sector	 and	 the	 government.	
Such	 a	 move	 would	 be	 made	 against	 the	 background	 that	 if	 the	 latter	 go	 up,	























to	 this	 source	 of	 wealth	 is	 generally	 more	 difficult.	 There	 are	 a	 number	 of	
reasons	for	this.	The	first	one	is	that	the	starting	point	in	buying	a	home	is	that	
two	 payment	 elements	 are	 merged	 into	 one:	 a	 cash	 equity	 payment	 out	 a	
household’s	owns	savings	and	a	home	mortgage	bank	loan.	The	second	variable	
is	embedded	in	the	monthly	payment	to	the	lender.	Such	payment	nearly	always	
includes	 the	mortgage	 interest	 charged	and	an	additional	 amount	 that	 reduces	





equity	 release.	The	main	drawback	of	 such	 schemes	 is	 that	 they	do	not	 regard	
home	 savings	 equity	 equal	 to	 cash;	 these	 companies	 charge	 the	 user	 for	 their	
services	as	a	lender.	The	owner	of	the	home	equity	has	to	pay	for	the	provision	of	
such	cash:	 	such	a	cash	conversion	reduces	the	value	of	the	savings.	The	longer	




sets	out	 the	 rules	and	regulations	 for	 such	release.	The	 fact	 that	only	a	 limited	












over	 2020.	 For	 2021,	 one	 may	 expect	 such	 tax	 receipts	 to	 be	 lower	 than	 in	
















by	 end	 December	 2020,	 the	 ECB’s	 QE	 programs	 had	 accumulated	 to	 an	
outstanding	€3.048	trillion	and	the	trend	line	has	been	upwards.	In	the	U.S.	the	
QE	program	 started	 in	 20088,	when	 the	 Fed	had	 a	 balance	 sheet	 total	 of	 $870	
billion.	According	to	the	latest	data	of	January	2021,	the	current	QE	outstanding	
is	 $7.414	 trillion	 and	 more	 QE	 is	 planned	 for	 2021.	 The	 Fed’s	 share	 of	 total	
outstanding	U.S.	government	debt	is	now	16.5%	up	from	0%	in	2008.	
	
What	 all	 these	QE	 programs	 have	 in	 common	 is	 that	 their	 focus	 is	 on	 funding	
government	debts.	The	main	drawback	is	that	when	government	programs	help	
households	 to	 increase	 their	 consumption	 levels	 by	 giving	 them	 government	
subsidies	 to	 do	 so,	 these	 programs	 have	 no	 in-built	 repayment	 schedule	
mechanism,	other	than	relying	on	increases	in	future	tax	intakes.	
	
The	 two	main	 reasons	 to	 utilize	 a	 temporary	 home	 equity	 release	 program	 in	
Italy	is	that	further	extending	existing	QE	programs	to	help	the	poorer	sections	
of	 the	 Italian	 economy,	 including	 those	 sectors	 strongly	 affected	by	 the	 corona	
virus	 crisis,	 will	 require	 more	 QE	 funding	 from	 the	 ECB.	 The	 latter	 might	 be	
unwilling	or	make	more	onerous	conditions	to	such	funding	than	is	necessary.	A	
related	 fact	 is	 that	 ultimately	 such	 funds	 need	 to	 be	 repaid	 by	 the	 Italian	
taxpayers,	 who	 currently	 are	 already	 paying	 some	 of	 the	 highest	 taxes	 in	 the	
Eurozone.	
	
A	 alternative	 is	 to	 go	 for	 an	 Italian	 home	 equity	 release	 program.	 This	 is	 a	
domestic	Italian	matter	as	the	home	equity	savings	are	incorporated	in	homes	in	
Italy	and	nowhere	else.	If	the	ECB	is	prepared	to	fund	such	QE	program	without	
conditions	 attached	 other	 than	 that	 it	will	 be	 the	 responsibility	 of	 the	Bank	 of	
Italy	 to	manage	 the	 “resavings”	out	of	which	 the	ECB	will	be	 repaid,	 then	such	
system	could	be	set	up.	If	the	ECB	is	unwilling	to	agree	to	such	terms,	the	Bank	of	




cash	 to	homeowners	 at	 times	of	 low	economic	 growth	 rates.	 Such	 cash	 can	be	
used	 by	 households	 for	 purchases	 of	 goods	 and	 services	 to	 the	 liking	 of	 the	













Such	 demand	 injections	 from	 QEHE	 will	 stimulate	 economic	 growth;	 will	
increase	employment	opportunities	and	will	ultimately	increase	government	tax	








a	 recession.	 The	 basis	 for	 such	 additional	 consumption	 is	 not	 based	 on	
borrowing	 more	 –either	 by	 a	 household	 or	 by	 the	 Italian	 government-	 but	 in	
converting	 some	 home	 equity	 temporarily	 into	 cash.	 Such	 conversion	 can	 be	





The	 first	reason	 is	 that	unemployment	represents	an	economic	 loss:	 the	higher	
the	level	of	unemployment	the	more	substantial	the	economic	loss	becomes.	The	
second	 reason	 is	 that	 unemployment	 does	 not	 affect	 all	 households	 equally.	
Those	in	the	top	50%	of	the	accumulated	savings	levels	have	usually	a	sufficient	
level	of	financial	resources	(savings)	to	continue	their	consumption	levels,	albeit	















have	 come	 from	 the	 Italian	 government	 in	 spending	 at	 a	 level	 above	 its	 tax	
revenues;	 so	 much	 so	 that	 since	 the	 start	 of	 the	 Great	 Recession	 (2007),	
government	debt	to	GDP	has	increased	from	103.9%	in	2007	to	134.8%	in	2019.	










the	 Italian	 economy	 would	 have	 been	 much	 shorter	 and	 the	 unemployment	
levels	would	have	come	down	 faster.	 Italy’s	government	would	have	borrowed	





































6.	To	enable	households	 to	re-save	 in	 line	with	 the	economic	situation,	a	grace	
period	 for	such	re-saving	needs	 to	be	set.	The	Bank	of	 Italy	may	also	decide	 to	



















will	be	done	at	 a	 slower	pace,	when	 the	economy	 is	 still	 in	a	 recession	period.	
Only	when	the	Italian	economy	is	showing	a	satisfactory	growth	path	again,	will	
the	speed	of	re-saving	be	accelerated	until	 the	 full	amount	of	home	equity	 that	













until	 a	 new	 economic	 crisis	 occurs.	 One	 has	 closely	 to	 watch	 to	 what	 extend	
homeowners	 convert	 the	 savings	 cash	 received	 into	 other	 savings	 types.	 The	





the	 economic	 circumstances	 are	 appropriate.	 Such	 tap	 management	 is	 an	
important	 mechanism	 for	 managing	 inflation	 levels.	 In	 case	 the	 amounts	




















14.	 Some	 homeowners	 might	 abuse	 the	 TESSA	 account.	 Therefore,	 if	 a	
homeowner	does	not	fulfil	its	contractual	obligations	in	“re-saving”	the	principal	
amount	when	 due,	 he	 or	 she	may	 be	 penalized	 by	 turning	 the	 facility	 into	 an	
ordinary	mortgage	with	penalty	interest	rates.	One	element	to	facilitate	that	such	
disputes	 can	 be	 settled	 quickly	 is	 to	 draft	 a	 special	 law	 dealing	 with	 such	
potential	situations.	
	









































adjustment	 periods	 after	 a	 crisis.	 The	 corona	 virus	 has	 created	 another	
recession.	Therefore	the	question	of	what	to	do	and	by	which	Italian	institution	







The	 largest	 Italian	savings	schemes	are	 in	pension	savings	and	 in	home	equity.	
By	2019,	Italian	households	had	accumulated	a	pension	savings	level	of	€656.6	




above	 the	government	 revenues	 level	 is	ultimately	an	untenable	position.	Such	
debt	represents	a	future	claim	on	all	households.	The	history	of	Q.E.	has	shown	
that	in	whatever	country	it	has	been	applied;	U.S.,	U.K.,	E.U.,	Japan	there	has	only	




by	 Sean	 Ross	 for	 Investopedia	 and	 updated	 on	 June	 25,	 2019	 it	 describes	 the	
diminishing	effects	of	such	government	intervention.	
	
Kees	De	Koning		
Chorleywood	U.K.	
31	January	2021	
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